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Containerization has evolved from an industry serving niche marketsto
an industry creating niche market opportunities. Although thegrain and
oilseed industry isdominated by bulky, homogenized product marketing
that is heavily reliant on economies of scale in delivering competitively
priced commodities, technological advances, foreign market privatization,
and declining global market transaction costs have supported diver sifica-
tion of thisindustry in niche markets such as small-volume containerized
products. The findings of this research suggest that an established and
growing U.S. shipper population is active in marketing containerized
grainsand oilseed products. A survey of shipperssuggeststhat premiums
for containerized grain and oilseed products are $5 per hundredweight,
compar ed with premiumsfor thelocal bulk counter part market. The net
return to shippersisopaque asbusiness practices and mar ket fundamen-
tals influence the costs associated with delivering the product to a cus-
tomer overseasversusalocal grain terminal or processor. Assuming that
market activity is positively correlated to profitability, the grain and
oilseed container shippers appear to be achieving acceptable levels of
profit. Shippersreport that container exportsincreased annually between
2000 and 2002, and they are projecting it will increase another 20% by
2005. Although many factor saffect industry ability torealizethisgrowth,
shippersdeem ocean freight ratesasmost crucial. Ocean liner routesand
services, distanceto container terminal, and foreign buyer information are
also rated as having above-aver ageimportance.

Intermodal freight transport has been transformed by the technol ogi-
cal and marketing innovations of recent decades. The early (before
1960) container ocean market offered retrofitted dry cargo and oil
tanker vessels with capacities under 1,000 20-ft equivalent units
(TEUS). Today’ snew-build container ships offer capacities and asso-
ciated economiesof scalefor hauling morethan 6,000 TEUswith ser-
vice options such as refrigeration. High-value cargos have long used
the container as acost-effective meansfor relocating productsto serve
foreign customers. More recently, operational efficiencies, increased
vessel capacity, and decreasing container construction costshave cre-
ated opportunities for lower-vaue cargosto aso use thisflexible and
cost-effective ocean freight transport option. Asindustries have inte-
grated the container option into their logi stics operations, the scope of

K. Vachal, Upper Great Plains Transportation Institute, North Dakota State Uni-
versity, P.0. Box 5587, Bismarck, ND, 58506. H. Reichert, Transportation and
Marketing Programs, U.S. Department of Agriculture, 1400 Independence
Avenue, S.W., Room 1203-S, Washington, DC 20250. T. Van Wechel, Upper
Great Plains Transportation Institute, North Dakota State University, P.O. Box
5074, Fargo, ND 58105.

Transportation Research Record: Journal of the Transportation Research Board,
No. 1873, TRB, National Research Council, Washington, D.C., 2003, pp. 120-125.

120

contai ner markets, equipment, and products has grown substantially.
One segment in the lower-value container cargo has developed in
the agricultural industry. It is the containerized grain and oilseed
products—traditionally handled inlarge, bulk movements—that are
investigated in this research.

The overdl trend toward containerization in agricultural shipping
is evident in tempora statistics. By weight, 15% of all agricultural
product exports are shipped by container, up from 9% in 1992. By
value, over 52% of all U.S. agricultural tradeis now shipped via con-
tainer. Thistrend is evident in traditionally bulk-shipped commodi-
tiesaswell. Table 1 showsthe percentage of containerized shipments
for soybeans, animal feed, and pul ses (commoditiestypically shipped
bulk) in 1992 and 2002 (1).

It is estimated that more than 600 U.S. companies are currently
involved in shipping containerized grain and grain products to more
than 130 countries (1). The prevalence of container shipments has
trended upward over the past decade, asillustrated by annual export
volumes for animal feed and soybean markets (Figure 1). Container
export TEU volumes haveincreased by 500% and 200% for soybean
and animal feed industries, respectively, over the past decade. (Note:
This estimate includes barley, cottonseed, corn, flaxseed, oats, rye,
sorghum, soybeans, sunflowers, and wheat. The TEU commonly
designates a 20-ft container.) The animal feed and soybean markets
are selected for thisillustration because they have been identified as
larger and more consistent container markets among the bulk grain
and oilseed productsin historical data (1).

Although data sources do offer evidence that this container seg-
ment of the U.S. grain and oilseed industry exists, the activitiesand
expectations are largely characterized by anecdotal information.
Export data do suggest that this industry is experiencing growth,
because containerized grain and oilseed exports, considering soybean,
corn, wheat, barley, sorghum, and oats, totaled nearly 25,700 TEUs
in 2002. This volume represents a49% increase in volume compared
with the volume of container exports of these commodities in 2000.
Pulse crops, which were aso considered in this study, totaled 6,500
TEUs in 2002 compared with 16,600 TEUs in 2000. Pulse crop
exportsmay vary significantly fromyear toyear, for thismarket istied
rather closely to U.S. food aid programs. As U.S. agricultura pro-
ducers seek to serve existing markets with new products and identify
opportunities to serve new markets, containerization offers a broad
scopeinitsflexibility and globalization.

Containerization allowsthe producer to extend control of the prod-
uct from field to customer rather than from field to local terminal,
introducing new sources for opportunity, risk, and profit. Thus, it is
important to understand current practices and expectations of shippers
so that proactive and prudent decisions support continued diversifica-
tion into this sector of the global agricultural market. The purpose of



Vachal, Reichert, and Van Wechel

TABLE 1 Containerized U.S. Exports,
Share by Market Weight

1992 2002
Soybeans 0.4% 1.8%
Animal Feed 2.6% 6.7%
Pulses 66.0% 70.0%

Source: PIERS

this research is to develop a profile of the containerized grain and
oilseed market with primary data. This research augments the broad
industry profile devel oped with secondary data sources in the first
phase of the project (2). Inthisresearch isan overview of the survey
methodology and administration. The findings, including a profile
industry structure, commodity characteristics, marketing practices,
and expectations, are presented. Finaly, there is a summary of the
research process and its conclusions.

CONSTRUCTING AND ADMINISTERING
THE SURVEY

Investigating the niche grain market is a challenge, considering that
the focus market and participant baseisloosely defined as U.S. ship-
pers exporting containerized unprocessed grain and oilseeds. There-
fore, a committee of nongovernmental and private industry experts
was consulted in devel oping the survey instrument and identifying the
survey population. The cooperative survey development processwas
beneficial in defining the scope and content of the survey, and in sup-
plementing the initial mailing list. It was determined that a concise
mail survey, directed to ascertain baselineinformation about shippers
and activities, would likely elicit the best response from shippers. The
survey was designed to cover four aspects of the grain container mar-
ket: shipper characteristics, marketing practices, commodity activity,
and industry growth factors.

The multiphase survey process in this project was itself alearn-
ing experience. Aninitial mail survey was sent to 570 potential ship-
per respondents. It was supplemented by a telephone survey of a
random sampl e of those shippersand atelephone survey of 40 addi-
tional potential containerized grain and oilseed shippers. Intotal, a
response rate of 37% was generated from the response of 228 busi-
nesses to the survey. Twenty percent of these businesses reported
that they were active in marketing containerized grain and oilseeds
to foreign customers.
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A test of the survey was conducted by eliciting the cooperation of
several shippers known to be activein theindustry in completing the
survey beforetheinitial mailing. Minor modifications were made to
survey content based on the suggestions by these shippers. The ini-
tial survey was administered by mail. Approximately 570 surveys
were mailed to shippers located throughout the United States, with
the survey population residing in 38 of the 48 contiguous states. The
largest population segment—2133 of the potential shipper respon-
dents or 23%—resided in California. Those shippers were selected
because they had been identified as grain and oilseed container
exporters by the Journal of Commerce Port Import Export Report-
ing Services[PIERS; (1)]. Thelist alsoincluded several shippersthat
had been identified by the industry advisory group as missing on the
origina mailing list. The mail survey elicited 14 responses from
grain container exporters. Due to the poor response rate to theinitial
survey, a second mailing of the survey to nonrespondents was not
conducted.

Then it was determined that afollow-up to the survey would be a
telephone survey of arandom sample of shippers that had received
theinitial mail survey. Approximately one-third of theinitial survey
population was contacted by telephone. Aswith the mail survey, the
telephone survey included a qualifier question asking the businessiif
they shipped field crops by container. The telephone survey quickly
revealed factors that had led to the low response to the mail survey.
The primary reasons for nonresponse were that the shipper was not
activein shipping containerized grain and oil seed products, or that the
business was strictly athird-party participant in the transaction that
was providing logistics services. Both reasons for alack of response
were expected, because there had been abroad scope for identifying
the shipper population, based on standard industrial classification
product codes and commodity descriptions used in shipment docu-
mentation. However, the prevalence of those businessesin the poten-
tial shipper population had been grossly underestimated. Only one
shipper that was contacted and confirmed participation in shipping
containerized grain products declined to participate in the survey.
The telephone follow-up resulted in 188 additional responses. Of
those respondents, 31 confirmed that they were active grain and
oilseed shippers and completed the remainder of the survey.

A supplement to theinitial shipper population was made asgrain
container export workshop attendees were contacted by telephone
to complete the survey. The workshop events were conducted by
the Transportation and Marketing Programs of the United States
Department of Agriculture (USDA) between 2000 and 2002. While
40 potentia shippers were contacted by telephone to complete the
survey, only 3 shippers were actively exporting grain or oilseed via
container. Many participants contacted offered that they had not yet
begun to actively employ the workshop knowledge gained about
the export of grain and oilseed products. In addition, a segment of
the workshop attendees were nongovernment entities seeking to
gather information for their constituents but not actually planning to
engage in market transactions. The addition of the 3 responsesfrom
the USDA workshop population increased survey response to 228,
and the number of surveys completed by active grain and oilseed
shippersto 48.

The public—private cooperation approach to survey development
was asuccessin regard to collecting useful industry dataand gaining
an understanding of shippersintheindustry. Theresulting instrument
includes aconcise set of questions directed toward ascertai ning base-
line information about shippers involved in the export of container-
ized grain and oilseeds. The survey response rate of 37% islow, but
if it isplaced in the context of the wide rather than narrow scope used
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to identify more than 600 potential respondents and the very compet-
itive nature of aglobal grain business, these responses are assumed to
reflect those of the industry.

Theinfrequency of shippersin the business population group sug-
gests that third-party facilitators are common in managing the mar-
keting and logistics of container shipments. In addition, it issomewhat
difficult to distinguish a subset of the container shipping population,
given the somewhat broad product categories that can be applied in
the shipment bill of lading. The profile information presented in sub-
sequent sections is based on 47 of 48 shipper responses; 1 survey
response was discarded because the single product marketed viacon-
tainer was hay. Responsesreceived for the survey are used to develop
the profile of the containerized grain and oilseed industry that is pre-
sented in thefollowing sections. Whilethe profile may not offer holis-
tic insight into this growing market segment, it provides valuable
insight for an areathat islargely void of public-source information
needed to fulfill basic investment, planning, and policy activities.

INDUSTRY PROFILE

A mail and telephone survey of 610 container businesses elicited
228 responses, for a37% response rate. Of those shippers, 20% con-
firmed that they are active in marketing grains and oilseeds via con-
tainer. As mentioned, the infrequency of shippers in the business
population group suggests third-party facilitators are common in
managing the marketing and logistics of container shipments. In
addition, theinitial survey population was somewhat difficult to dis-
tinguish as a subset of the container shipping population, given the
somewhat broad product categories that can be applied in the ship-
ment bill of lading. Responses from 47 shippers that are active in
exporting grain or oilseeds, or both, viacontainer are used to develop
aprofile of the containerized grain and oilseed industry.

The profile is developed in the next four sections describing
shipper characteristics, marketing practices, business activity, con-
tract negotiation, and industry growth factors. The profileincludes
responsesfrom 19 states covering 13 commodities. Thelimited sam-
ple size requires that information be reported for the national aggre-
gate. In addition, individual commodity information is limited to
only afew cropsthat are most commonly reported in the surveys. The
geographic and product scope of responses does offer insight into
the coverage that these responses allow for viewing this specialized
segment of the grain and oil seed market.

Shipper Characteristics

The business size, in annual volumes, averaged 187 TEUS per year
between 2000 and 2002. Average annual business volumes trended
upward over the 3-year period, from 169to 1820 212, in 2000, 2001,
and 2002, respectively. In addition to the upward trend in volumes,
the number of shippers increased over the 3-year period. As more
shippersentered the market in recent years, the number of respondents
reporting containerized export grain and oilseed volumes increased
by 38% from 29% in 2000 and to 46% in 2002. Totd grain and oilseed
TEUSs reported by shippers increased from 7,459 to 9,766 TEUs
between 2000 and 2002. Shipper volumes for 2002 are equal to 38%
of the total volume of U.S. containerized grain and oilseed exports.
Shipper respondents appear optimistic about future opportunities
for containerized export of grain and oilseed products, for ship-
ments are projected to continue increasing to 10,680 TEUsin 2004
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and 11,695 TEUs in 2005. If the expected 2005 volumes are real-
ized, respondents’ containerized grain and oilseed export volumes
will grow by 57% over the 5-year period.

The containerized grain and oil seed shipper respondents are gen-
erally experienced, for they have been in businessfor an average of
23 years, with 80% of the respondents in business for 10 years or
more. Years of diversification into containerized shipping range
from 2 to 42 years, with over half the respondents active in con-
tainerized marketing of grain for under 10 years. The business struc-
ture is predominately that of a corporation, with over two-thirds of
the respondents operating under that arrangement. Independent and
partnership organizations each accounted for 10% of the shipper
respondents’ business structures, with limited liability corporations
and subsidiaries reported as other business structures.

Primary business locations for shipper respondents included
19 dtates, asillustrated in Figure 2. Primary intermodal terminalsiden-
tified by shippersincluded 23 facilities from Seattle, Washington;
Portland, Oregon; and Los Angeles, California, on the west coast to
Columbus, Ohio, and Texassitesin Amarillo, Dallas, and Houston on
the eastern and southern boundaries of facility locations. Washington
hoststhe greatest number of terminal sidentified by shippers; in addi-
tion to Seattle, the ports of Spokane, Pasco, and Tacoma are each
identified as primary intermodal terminalsin survey responses. Three
Illinois locations accessed by shippers include Assumption, Beards-
town, and Chicago. Other locations included Denver, Colorado;
Lewiston and Twin Fals, 1daho; Detroit, Michigan; Dilworth and
Minneapolis, Minnesota; Kansas City, Missouri; Omaha, Nebraska;
and Memphis, Tennessee.

Distance from business location to primary intermodal terminal
ranged from O to over 2,000 mi, averaging 366 for all shippers.
Approximately 40% of the shippers are within 200 mi of their pri-
mary intermodal terminal. Considering the proximity of product to
terminal, in regard to volume marketed by individual shippers, 30%
of the volume requires drayage under 100 mi, and 76% is moved
under 350 mi to reach the primary container terminal. Thus, thevast
majority of grain and oilseed volume is originated from shippers
within 350 mi of an intermodal terminal.

Market Practices

Gaining insight into market practices isimportant in understanding
the fundamentals of the containerized grain and oilseed export mar-
ket segment. Thisinsight isuseful in discussing the potential impacts
of policy, research, and investment. Market practices consider the

Shipper
business
location

FIGURE 2 State locations of grain and oilseed shippers.
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scope and operation of the activities, such as contracts, market
devel opment, business management, and logistics.

Contract negotiation is a critical factor in the success of container
market strategies. In the contract, the ocean carrier generally guaran-
tees shipper terms, such as time, rate, and fees, in exchange for the
shipper’s guarantee of container volume over the life of the contract.
Termsare specific to routes, and morethan oneroute may beincluded
inasingle contract. Contract negotiationiscomplex. Therefore, ship-
pers opt to involve athird party in the negotiation of a contract with
the ocean carriers, or they completely contract out to athird party to
handle logistics for market transactions. Also, volumes are usually
inversely related to rates, so shippersmay seean opportunity to access
lower ratesin accessing the third-party negotiated rates.

A majority of the shippers, 51%, responding to the survey handle
negotiations themselves with ocean carriers in regard to rates and
terms. Freight forwarders or brokers are second among possiblealter-
natives for contract negotiation. The customer was identified as the
party responsible for the container rates and service terms for 8% of
the respondents. The Ocean Shipping Reform Act enacted in 1999
was seen as apossible catalyst for increased devel opment of market-
ing consortia, but this activity appears to have been limited, for only
2% of shippers indicate contract negotiation through a marketing
consortium (3).

Shippers reported that they negotiate annual contracts with an
average of 83 foreign buyers. The number of buyers served by an
individual shipper ranges from 1 to 600. Over half the respondents
reported that they contract with 12 or fewer foreign buyers. Over
half the shippersreported that the typical duration of their contracts
is 12 months. The average duration of contracts is reported to be
9 months, with arange from 2 to 17 months.

Two final inquiriesinto shipper contractsindicate that lead timeis
often limited for the sales, and that the delivery point isusually spec-
ified in the sale contract. Thelead time, or duration between contract
signage and container shipment, averaged 4 months. Although the
lead timeranged from 1 to 12 months, 1 month isthe most commonly
reported duration. Approximately one-third of survey respondents
reported that shipment typically occurs within a month of contract
signage. If average lead time is extended to 2 months, over 60% of
respondents indicated that shipment typically will have occurred.
Over three-quarters of the shippersindicated that the delivery point
isspecified at thetime of sale, so the shipper has advance knowledge
for routing. The lead time and delivery point may be an important
factor inthe ability of the shipper to cost-effectively accessavailable
container capacity and integrate the shipment into the global market
channels.

One component of the container market movement that may or
may not beincluded in the contract negotiation is drayage, or move-
ment from shipper facility to container terminal. The use of freight
forwarders dominates the options available to the shipper in reposi-
tioning the loaded container at the terminal. Approximately 48% of
shippersindicated that afreight forwarder ishired to manage drayage
activity. Thealternatives of handling the drayageinternally and con-
tracting out to a trucking company are each used by 27% of the
respondents. Only 13% of the respondents indicated that the ocean
carrier handles drayage for their containerized grain and oilseed
exports. Note that the percentages for both the contract negotiation
party and drayage party total may total to anumber greater than 100,
because morethan one alternative may be used by an individual ship-
per depending on factors such as shipment route, contract terms, and
cost-effectiveness.
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In regard to the geographic scope of markets, shipperswere asked
to specify which regions they have served with containerized field
products. Globa regionsrather than countries are used to ensure con-
fidentidity for individual businessactivities. Thelargest singleregion,
in regard to the number of shippers reporting container shipments, is
Asia. Approximately 91% of the shippers responding to the survey
reported business activity within the Asian region. Europe is second
regions identified as markets for U.S. exports of containerized grain
and oilseed products, with 54% of shippers reporting activity in
Europe. The Middle East is identified as a market by 22% of the
respondents, making it third among the regions that shippers access
in marketing containers. North Americais fourth, with 17% of ship-
pers indicating that they market via container within that market
region. Regiona marketswith fewer than 10% of shipper respondents
indicating activity are Africa, Australia, the Caribbean, South Amer-
ica, Commonweslth of Independent States, and India. Thegeographic
scope in markets identified by shippers indicates a diverse customer
base for this specialized segment of the grain and oilseed industry.

For the researchers to gain insight into the potential for market
development and current market activities, shippers were asked to
indicate their reason for shipping viacontainer. Given an array of cus-
tomers served by the containerized export market, severd factorsare
indicated in shippers' responses. The most common reasons for con-
tainerization are buyer request, food grade product, and nongeneti-
caly modified products with 54%, 30%, and 28% of respondents
offering those reasons, respectively. Slightly more than 20% of ship-
pers suggested that deficiencies in foreign infrastructure and small
quantity sales made containerization the most effective method for
product delivery. Shipment of organic productswasindicated asarea
son for containerized shipping by 17% of the respondents. L ess com-
monly offered factors for containerized shipping were just-in-time
delivery, USDA program sales, and lower cost than air freight.

Shippers were also asked to indicate which resources they use to
monitor the market and manage their businesses. That information
may be useful in disseminating new information, garnering indus-
try data, and understanding the current knowledge network. Over
half the respondents indicated that they use the Internet for market
and business information. Over 40% indicated that they use consul -
tants, brokers, and printed mediato monitor the market and manage
their business. Public agencies, both state and federal, areidentified
as information sources for approximately one-third of the respon-
dents. Less common sources of market intelligence identified by
respondents include shipper organizations, international agencies,
customers, other businesses, and trade organi zations.

Container Export Activity

Through the survey, shippers were a so asked to provide more com-
modity specific information with regard to these shipments, such as
composition, packaging, premiums, and export region. Owing to the
limited number of responses, information on commodity level should
be used with caution. The data do, however, offer arare opportunity
to gain agreater understanding of this segment of thegrain and oilseed
industry.

Soybean exports dominate volumes among the containerized
grain and oilseed export activity reported by shippers (Figure 3).
Soybean exports account for 73% of total grain and oilseed volume
reported by survey respondents. Pulse crop exports are 18% of
the volumes reported. Wheat volumes account for 5% of the total.
The remaining 7% of the export volume consists of commodities
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FIGURE 3 Containerized grain and
oilseed exports.

including buckwheat, corn, popcorn, and sunflowers. Given the
information summaries generated from PIERS for 2002, soybeans
may be overrepresented and corn underrepresented in the survey
commaodity composition, but the scope of commaodities and domi-
nance of soybeans are reasonable. Soybeans, pulses, corn, and wheat
account for 47%, 18%, 9%, and 1% of the 2002 grain and oilseed
exports, respectively, in asummary of PIERS information (1).

Shipperswere asked about the marketing channels used for distri-
bution of their containerized product. Based on previous data analy-
sis, the port regionsin the Pacific Northwest, along the Atlantic, and
in the California coastal region were identified as prominent gate-
waysfor grain and oilseed exports (2). Among U.S. port regions, the
Pacific Northwest dominates grain and oilseed export, for shippers
attribute 66% of their annual shipments to this region. The preva-
lence of that region in the marketing of containerized grain and
oilseed products is consistent with previous estimates based on
PIERS datasummaries (1). The Atlantic region is second in volume,
based on survey responses, accounting for 18% of thetotal container
movement. The Californiaregion including the ports of Long Beach
and Los Angelesisattributed with 13% of the volume. Shippersaso
reportedly move containers through terminals through portsin New
York, Florida, and Texas.

Shippers were also asked whether they marketed via container
within U.S. borders. Responses indicated that doing so is more com-
mon with commodities included in the other commodities category,
for 22% of these shippers indicated they did market via container to
U.S. dedtinations. In the case of soybean shippers, 18% indicated that
they had shipped to U.S. customers via container. None of the pulse
crop shippersindicated that they delivered, viacontainer, to customers
inthe United States.

A number of alternativesexist for packaging productsfor the con-
tainerized move through port and on to the customer. Three com-
mon methods of packaging are bag, tote, and bulk. The bag product
istypically packaged in a50-1b bag that can be easily moved by hand.
The tote or minitote is alarge bag, often moved on apallet, usualy
weighing 1,000 Ib or more. Bulk packaging may also be achieved
by transloading the bulk product directly into the container, which
may or may not be lined with plastic.

Bags are the most prevaent form of packaging for containerized
grain and oilseed shipments. Shippersindicated that this is the most
common form of packaging across the soybean, pulse, wheat, and
other export products. Bag and bulk are the most common forms of
packaging for containerized soybean export, because 99% and 90%
of shippers report using those packaging options, respectively.
Approximately 60% of the soybean shippers employ tote packaging
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alternatives. Shippers of pulse crops are more likely to use bags for
shipping their product, for 75% of the respondentsindicated that they
use this method. The bulk and tote alternatives are used exclusively,
or in addition to the bag method, by 50% and 12% of the shippers,
respectively. The bag option is used by all the whesat respondents, in
addition to some use of bulk and little use of the tote. The pattern is
similar for other commodities, for 81% of shippers reported that they
use the bag method, and 48% and 26% use the bulk and tote packag-
ing options, respectively. The prevalence of bags in the container
grain and oil seed shipmentsis expected, because the ease of handling
without mechanical assistance is often necessary for products mar-
keted via container. For example, these shipmentsmay befood aid or
items shipped to a customer as a small-scale specialty commodity.

Shippers reportedly receive an average $5 premium per hundred-
weight for contai nerized grain and oil seed exports, compared with the
premium for the local bulk market. Soybean premiums ranged from
$1 to $16.50 per hundredweight. The average soybean premium is
$4.60 per hundredweight or $2.75 per bushel. The premium repre-
sentsanincreasein producer revenue of 51%, giventheaverageprice
received by farmersin 2002 of $5.40 (4). The net effectsto producer
return are estimated to be increased by 28% considering the reported
$2.75 premium, less the additional marketing coststhat are estimated
to be $1.22 per bushel. The projected net return is based on an eco-
nomic engineering estimate of the additional marketing costs that
probably underestimates the additional marketing costs (5). In addi-
tion to dynamic market variables that have an impact on these mar-
keting costs, the model does not consider any additiona opportunity
cost, production or handling cost, or risk premium.

Shippers report average premiums for pul se crops range from 50¢
to $3 per hundredweight. The average premium for this commodity
classis $1.10 per hundredweight. Due to limited responses for pre-
miums received for other commaodities, the remaining premium data
is grouped into the “other commodity” category. The average pre-
mium for commodities, including crops such aswheat, corn, popcorn,
and sunflowers, isreported to be $9.30 per hundredweight with awide
range of premiums from $1 to $20 per hundredweight.

Market Growth Factors

Statistics indicate that containerized marketing of grain and oilseeds
has been an established specialty segment of the U.S. agricultural
industry. Information on shipper volumes and industry trends pre-
sented in previous sections suggests that this segment may be poised
for additional growth. Therefore, it isimportant to ascertain therele-
vance of an array of market factorsthat may lead to or diminish poten-
tial for thismarket growth. Shippers’ opinions about the rel evance of
factors provideimportant insight that may be used in assessing issues
related to thisindustry. For the researchersto attain opinions, shippers
were asked to rank the relevance of 14 factorsto the future growth of
the containerized agricultural product export trade. They ranked the
factors on a scale of 1 to 5, with 1 indicating that the factor is not
important and 5 indicating that the factor is very important (Table 2).

Among the market factors, ocean shipping rates were identified as
the most important factor for the success of containerized trade, with
arating of 4.6. Shipper ratings of 4.2 and 4.0, respectively, indicated
that additiona critical factorsaretheavailability of containersand rail
shipping ratesfor containers. Ocean liner routesand services, distance
to container terminal, and foreign buyer information are also rated
with above-average importance, ranging from 3.6 to 3.9 on the scale.
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TABLE 2 Market Growth Factors

Factor Shipper Rating
Distance to Container Terminal 37
Foreign Buyer Information 3.6
State Truck Weight Limits 34
Availability of Containers 4.2
Farm Program 2.3
Inspection/Phytosanitary Requirements 34
Accessto Market Information 34
Ocean Liner Routes and Services 39
Ocean Shipping Rates for Containers 4.6
Rail Shipping Rates for Containers 4.1
Barge Container Service Rates 2.7
Container Logistics Information 33
Financing 32
CONCLUSIONS

Sinceitsglobalization in the 1960s, containerization has moved from
specidization to generdization in regard to product transport. Tech-
nology advancements and market innovations have significantly
reduced cost and service barriers once prohibitive for lower-value
commodity movements. TheU.S. agricultural industry isaheavy user
of containers, especially for transporting higher-value products, such
as fruits, vegetables, and processed foods. More recently, U.S. grain
and oilseed shippers aso have begun to use the flexibility of con-
tainerization to ship to customers worldwide. Traditionally, these
lower-value bulk products movein train- and vessel-size shipments.

The objective of this research was to create a profile of the U.S.
grain and oilseed industry. The profileis based on survey responses
from 47 shipperslocated across 19 states. The profile considers ship-
per characteristics, market practices, container export activity, and
market growth factors.

Containerized grain and oil seed shippersare generally experienced,
having been in business an average of 23 years and 80% in business
for 10 years or more. The containerized marketing activity, however,
isanewer addition to the business mix, for more than half have mar-
keted via container for fewer than 10 years. Annual individual busi-
ness TEU volumes increased from an average 169 in 2000 to 212 in
2002. Respondentsreportedly marketed atotal of 9,766 TEUsof grain
and oilseeds via container in 2002. Shippers expect these volumesto
increase 20% over the next 2 years. Soybeans dominate the com-
modity mix, accounting for 73% of the volume reported by shippers.
A magjority of the containerized grain and oilseed export volume,
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76%, is originated by shippers|ocated within 350 mi of their primary
container terminal. The Pacific Northwest dominates U.S. seaports,
given shippers use of gatewaysin moving products from the inland
production pointsto ocean vessel for shipment to overseas customers.

Dynamic market fundamental sinfluence the profitability of con-
tainerized grain and oilseed shipments as global container trade
dictates rate levels and equipment. Shippers indicated an average
premium of $5 per hundredweight for container shipments, relativeto
thelocal bulk market price. Business marketing practices and exoge-
nous market factors affect the difference in net return to shippers, or
the bulk versus containerized grain sale. Ocean service contract nego-
tiation is acritical factor in this profitability. Over half the respon-
dent shippers negotiate contract termswith their ocean carriers. The
drayage for shipments made under some contracts is handled by the
ocean carrier for 13% of shippers. Most often, freight forwarders
are hired to manage the drayage for container shipments.

Shippers indicated that ocean shipping rates are the most critical
factor in the potential growth of their businesses. Other important
factors include availability of containers and rail rates for shipping
containers. Shipper responses al so suggest that ocean liner routesand
services, distance to container terminal, and foreign buyer informa-
tion have greater than average significancein regard to factorsimpor-
tant to the success of the containerized grain and oilseed market
sector. Theseinsights of shippersinto growth factors and the indus-
try shipper profile presented in this research offer a unique opportu-
nity to gain insight into a growing segment of the grain and oilseed
industry. Theinformation may be an asset in future planning, policy,
research, and investment discussions.
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